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SUMMARY. UK GOVERNMENT: (A) FULLY AGREES WITH U.S. 
POSITION ON RAISING OF LENDING RATE TO 9.L5 PERCENT, 

(B) SEEKS DEFERRAL OF DECISION ON HONG KONG PREMIUM 
RATE, (C) SUPPORTS ONLY 0.45 PERCENT COMMITMENT CHARGE 
AS AN INTERIM MEASURE, (D) PREFERS US NOT ACCEPT RETRO- 
ACTIVITY ASPECT OF PROPOSED NEW LENDING RATE, AND (E) 

WILL GO ALONG WITH MAJORITY ON THE 5 OR 10 BASIS POINT 
ISSUE. IN GENERAL, BRITISH SEE PROPOSALS AS A PACKAGE 
WHICH SHOULD BE SUPPORTED AS FAR AS POSSIBLE IN ORDER 
TO GET 9.15 PERCENT RATE ACCEPTED. BRITISH WOULD THEN 
LIKE TO SEE A FULL REVIEW AT JANUARY MEETING. END 
SUMMARY. 

1 . LENDING RATE. DISCUSSIONS WITH ADB DESK OFFICER 
CARTER AT ODM, UK ADB DIRECTOR FRYER AND HM TREASURY 
OFFICIALS HAVE MADE IT CLEAR THAT UK SOLIDLY SUPPORTS 
LENDING RATE INCREASE TO 9.15 PERCENT, BASICALLY AS AN 
INTERIM MEASURE UNTIL JANUARY REVIEW. WE UNDERSTAND 
THIS IS CONSIDERED AN ISSUE OF MAJOR IMPORTANCE. UK 
WOULD NOT GO ALONG WITH THE MAJORITY IF IT DECIDED ON 
9.10 PERCENT, BUT WOULD VOTE NO FOR THE RECORD. IN 
FRYER'S VIEW, RESISTANCE TO 9.15 IS GROWING AND HE SEES 
ONLY 50-50 CHANCE OF SUCCESS. 

2. PREMIUM RATE. BRITISH PREFER TO DEFER THIS ISSUE 
UNTIL SEPTEMBER AS SUGGESTED BY JAPANESE. UK HAS TWO 
OPPOSING POLICIES TO SORT OUT: A GENERAL POLICY OF NOT 
SUBSIDIZING RATES TO WEALTHIER DEVELOPING COUNTRIES BUT 
AN OBLIGATION TO SUPPORT THE INTERESTS OF HONG KONG. IF 
FORCED TO MAKE A DECISION NOW, "OBLIGATIONS TO THE 
COLONY WOULD PREVAIL" AND THE UK WOULD VOTE FOR THE 
COMPLETE ABOLITION OF THE PREMIUM RATE. FRYER ASKS THAT 
THIS INFORMATION NOT RPT NOT BE DIVULGED TO ANY NON- 
AMERICAN SOURCES, ESPECIALLY THE AUSTRALIANS. 

3. COMMITMENT CHARGE. OFFICIALS HERE AGREE THAT THERE 
IS AN ECONOMIC CASE FOR A COMMITMENT FEE OVER 0.75 PER- 
CENT BUT WILL SUPPORT PRESIDENT'S PROPOSAL FOR 0.45 
PERCENT AS AN INTERIM MEASURE SUBJECT TO JANUARY REVIEW. 
THEY BELIEVE THERE IS NO REAL HOPE AT THE PRESENT TIME 
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PERCENT PACKAGE UPSET. 

4. RETROACTIVITY OF NEW LENDING RATE. FRYER BELIEVES 
THERE IS LITTLE LEVERAGE TO BE GAINED WITH PHILIPPINES 
AND PAKISTAN BY ACCEPTING ELIMINATION OF RETROACTIVITY 
ASPECT OF LENDING RATE INCREASE AND THAT THERE IS 
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POTENTIAL DANGER IN REOPENING THIS ISSUE WHICH WAS SUCH 
A HARD-WON BATTLE IN THE FIRST PLACE. FRYER WAS SPECIFI 
CALLY APPROACHED BY PHILIPPINE AND PAKISTANI REPRESENTA- 
TIVES CLAIMING RETROACTIVITY MADE LITTLE DIFFERENCE TO 
THEIR COUNTRIES' LOANS, AND FRYER GIVES AT LEAST SOME 
WEIGHT TO THESE APPROACHES. SO, UK WOULD PREFER NOT TO 
SEE RETROACTIVITY BARGAINED AWAY. 

5. TEN BASIS POINT RULE. UK GENERAL STANCE IS TO 
SUPPORT ADB PRESIDENT S CALL FOR 10 POINTS ON BASIS OF 
HIS ARGUMENTS THAT AN AUTOMATIC LINKAGE OF 5 POINTS 
WILL TRIGGER TOO MANY CHANGES WHICH REALLY MAKE LITTLE 
DIFFERENCE. THERE IS NO STRONG FRET .TNG HERE ON THIS 
ISSUE, AND THE UK WILL GO ALONG WITH THE MAJORITY, WHICH 
THEY FEEL WILL BE FOR 10 BASIS POINTS. 

6. IN SUM, UK SEES ADB PRESIDENT S PROPOSALS AS A PACKAGE 
WHICH SHOULD BE SUPPORTED AS FAR AS POSSIBLE IN ORDER TO 
MAXIMIZE THE CHANCES OF OBTAINING THE PRIORITY GOAL: A 
LENDING RATE INCREASE TO 9.15 PERCENT. THUS, UK WILL 
SOLIDLY SUPPORT US ON OUR FIRST PRIORITY BUT NOT NECES- 
SARILY ON OUR SECONDARY PRIORITIES. 

ARMSTRONG 
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